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~ Information Technology Directors Council

State of Wisconsin

T Al
~"J‘ 1&.".&»

Information Technology
Directors' Council

Page 1 of 2

Oskar Anderson, Chairper:
Gail Zaucha, Vice-Chaimpen
Ray Anderson, Secret

]
. Applications Technical
ENCY ITDi r Phone # . Phone Phone#
AGENC recto ho Chief Support
Administration Jim Schmolesky 266-1952 Bill Nash 267-0439 Joe Rueden 261-5041
Tim Herbert §261-8550
Ag, Trade & Consumer }Ray Anderson 224-4777 Dave Shaw 224-4354 Dave 224-4765
Protection Sarbacker
(TS}
Gary Lind -
(Help Desk) 224-4785
Commerce Jim Wilson 266-7404 Jim Wilson 266-7404 Greg Beach 266-8648
(TS & Help
Desk)
Corrections Earl Fischer - Div. of |240-5400 Bob Stanley 240-3480
Management Services
Educational Jim Klas 264-9612 Mark Silbaugh 264-9716
Communications Board
Electlons Board Barbara Hansen - IT |267-0714
Director
) 266-0359
William Barnett-Lewis
- IT Manager
Employee Trust Funds [Joanne Cullen 266-3960 Jon Forde 267-9033 Mark 266-0785
Robinson
Financial Institutions John Amundson 267-1714 Donna Holzhueter | 266-8869 Joe Farmer 261-2317
Health & Family Denise Webb 266-0123 Vacant Tom Haukhol }1261-6864
Services
Historical Society Paul Hedges 264-6451 Jeff Richie 264-6416
Insurance John Montgomery 264-8113 Steve Nickell 266-2461 Jim Angus 266-5379
Investment Board David Wong 261-2409 Aaron Stakston 267-0879 Eric 261-9348
Huemoeller -
(Tech
Architect)
Stacy 267-5096
Otterholt ~
(Network
Manager)
Justice Frank Ace 266-7076 Dave Wolfe 266-5529 Matt Rains 266}—3226
Legislative Audit Beth Johnson 259-9884
Bureau
Military Affairs Col. Mark Mathwig 242-3650 Don Hillsman | 242-3624
‘| Natural Resources Art Przybyl 266-7547 Rich Hamann 266-5851 Mike Bohn 264-8557
Office of Employment | Susan Crawford 266-9820
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Director

Relations
Public Instruction Brian Wilmot 266-7049
Public Service Paul Newman 267-5112 Paul Newman 267-5112 Ed Greenman § 266-0173
Commission
Department of Diane Miller 267-9883 Tu Van Le 266-5431
Regulation and
Licensing
Revenue Oskar Anderson 266-0218 Larry Lowden 267-8951 Rick 261-2276
Jim Pahl-Washa 267-3337 Offenbecker
Peter Eisch 261-5183
Gordon Thompson |267-5192
State Public Defender |[Gail Zaucha 261-0621
Tourism Renea Dettman 267-7176 Scott Gletty ]266-5356
Syoen
Transportation Joyce Gelderman 266-0033 Diana Longfield 266-3422 Brigid Stark [267-3648
UW Madison Jack Duwe 262-5381
UW System Nancy Crabb 265-5042 David Alarie |262-6665
Administration
Veterans Affairs Tony Cappozzo 267-7207 Chris Apfelbeck 267-1794 Chris 267-1794
Apfelbeck
WHEDA Jim Siebers 266-3183 Kevin Breese 267-1465 - }Joyce Rogers | 267-2816
Wisconsin Technical Nancy Alar 266-7962 Nancy Alar 266-7962 Terry Fields | 266-9858
College System
(WTCS)
Workforce Ellten Vogel -CIO 266-5683 Steve Mueller | 264-8800
Development )
Vinnie Thousand - IT |266-5588
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Contractor paid to cut contracts

But state agency questions savings found by firm

By PATRICK MARLEY
pmarley @journalsentinel.com

Posted: Mar. 19, 2006

Madison - The state is paying nearly $265,000 a month to a consulting firm to tell officials how to cut
contracting costs, but at least one state agency doubts the program will save it much money.

Advertisement  The Department of Administration says the $7.7 million deal with Silver Oak Solutions
will produce up to $127 million in savings through mid-2009 by identifying contracts
that can be consolidated and products that can be purchased in bulk.

But a Department of Transportation review of the program found the projected savings for computer
contracts at the DOT are dramatically inflated. The administration says the DOT will save $2.25 million
through mid-2007, but the DOT says the savings will be just 5.7% of that, or $127,130, according to a
DOT memo obtained through the state’s open records Jaw.

Deputy Administration Secretary Gina Frank-Reece said her agency and the Transportation Department
~ arrived at competing figures because they used different methodologies. She said the DOT was expected
to go along with the administration's projections.

“It's all about changing the way the state does business," she said. "As you know, some people don't
embrace change as much as others."”

The University of Wisconsin System and some other agencies have also raised concerns about the
program. Still others praise it. -

The state is paying the company $263,262 a month plus expenses. Under an earlier contract, the state
paid $354,767 a month for work performed by as few as 16 employees, or an average of $22,173 per
employee.

An early contract with the company included a fee of nearly $66,000 a month for one Silver Oak

employee, but Department of Administration spokesman Scott Larrivee said that payment schedule was
simply an "accounting mechanism" and that no single employee received that much money.
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Sean Dilweg, the top aide to Administration Secretary Steve Bablitch, said the state signed the contract
with Silver Oak in May 2004 after realizing the state did not have a handle on its procurement costs.

"Prior to the administration coming into office (in January 2003), we had no understanding of what our
(spending) was across state government on Post-it notes, but 3M did," he said. "The vendors knew what
we spent, but we didn't. That's a horrible situation to be in."

Now, instead of having departments negotiate contracts on their own for supplies and services, the
administration is signing master contracts with vendors to provide them for all agencies.

As a result, the state is imposing new, lower rates on almost all computer contractors after reports
showed the state spent as much as $215 an hour for some work. Most rates will now be capped at $85 an
hour.

Applying those savings to the Department of Transportation should yield the $2.25 million in savings,
according to the administration. But the DOT memo says a detailed review of all computer contractors
shows the lower rates would save just $127,130.

The memo said the overstatement of savings in part is due to Silver Oak double-counting some savings
and assuming federal aid could be used for other purposes. If the federal money goes unspent, it must be

returned to the federal government, the DOT points out.

The DOT memo also questions $1.1 million in projected savings for janitorial supplies, office supplies,
software, vehicles and office equipment.

"Without additional supporting information it is difficult to identify where/if actual savings are being
realized throughout the department,” it says.

The administration is not backing off on its projections.

"Our expertise is back-office functions," Dilweg said. "Their expertise is building roads."

The state has no way to track its past spending on such items, he said. The administration asked vendors
how much state agencies spent on their products in 2004, and used those figures to calculate future
savings.

Questions called premature

Casey Newman, the DOT's budget director, said he met late last year with Frank-Reece and Patrick
Farley, the state's enterprise operations administrator. Farley told Newman at the meeting that he was

raising questions prematurely because the program had not had a chance to get under way.

Farley "was not happy we brought it forward," Newman said. "He said . . . you came to us early with
this and it's not ready and now you've created a public document."

Newman said he did not know what to make of Farley's comment about public documents. Frank-Reece
agreed that Farley was upset by the DOT memo but that his comment about public records "was not a

big issue of the meeting."

Farley, who is in charge of procurement for the state, is overseeing the project. He was out of the office
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Thursday and Friday and unavailable for comment, an aide said.

Farley's division was responsible for a $750,000 contract that went to Milwaukee-based Adelman
Travel. Georgia Thompson, a state employee who worked on the contract, was indicted in federal court
last year on allegations of steering business to the firm. Firm owner Craig Adelman donated $10,000 to
Democratic Gov. Jim Doyle around the time the contract was awarded.

The indictment alleges Thompson pressured others on a committee reviewing bids to inflate Adelman's
scores to "cause political advantage for her supervisors." It does not name Farley or any of her other
bosses by name, and Farley has not been accused of any wrongdoing in the matter.

Doyle canceled that contract after Thompson was charged, but did not return $10,000 donations each
from Adelman and Mitchell Fromstein, who sits on the firm's board of directors.

Dilweg said some agencies raised concerns about the procurement program when it was introduced, but
many of them are now on board with it.

Joseph Polasek Jr., the budget director for the Department of Natural Resources, said the deal "makes
sense to us." Spokespeople for the Department of Health and Family Services and the Department of
Workforce Development said their agencies also believed the projections are accurate.

After the contract commenced, Silver Oak embarked on a 45-day "diagnostic assessment" to calculate
potential savings. Once it was complete in July 2004, Michael Pohlman, the state purchasing chief,
invoked a contract provision allowing the state to drop the contract at no fee. The plan at the time was to
have state workers implement the new contracting practices, records show.

But that November, then-Administration Secretary Marc Marotta determined that the company should
be rehired. The firm was paid $500,000 for work it had already performed.

"As we learned more about other states (using Silver Oak) and every state was realizing great savings,
we took a second look at it," Frank-Reece said.

The company has not been a political player in Wisconsin. None of its employees has donated money to
Doyle or his Republican opponents, U.S. Rep. Mark Green of Green Bay and Milwaukee County
Executive Scott Walker.

A review of state records and other documents also shows:

* Three of the five people on the committee that selected Silver Oak Solutions were political appointees.
The three were Frank-Reece; Karen Timberlake, the state employment relations director; and Jan
Hamik, who was then the administrative services administrator.

Doyle has said contracting decisions are made by career state employees rather than political appointees.
When he canceled the Adelman Travel contract, he barred political appointees from sitting on review
committees in the future.

» Silver Oak was purchased by CGI-AMS in September 2005. That firm is responsible for a$27.6

million state computer system to track sales tax collections. Reports have shown the system has never
worked properly, leading to counties and other taxing authorities not getting their fair share of the taxes.
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